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USEOF RETAINEDASSETACCOUNTS

Section5/224(1)of theIllinois insuranceCoderequiresthatwith respectto life insurance(otherthan
industrial,groupor annuitiesandcertainpureendowments)no suchpolicy maybe issuedor deli~eredin
this Stateunlessinterestshallaccrueon theproceedspayablebecauseof thedeathof the insured,from
dateof death,at a rateof 9% on thetotal amountpayableor thefaceamountif paymentsareto be made
in installmentsuntil thetotal paymentor first installmentis paid.unlesspaymentis madewithin fifteen
(15)daysfrom the dateof receiptby thecompanyofdueproofof loss. 215 ILCS 5/224(1). This
provisionneednot appearin thepolicy~however,thecompanyshall notify thebeneficiaryat the time of
claim ofthis provision. Id.

“RetainedAssetAccount” meansany mechanismwhereby the settlementof proceedspayableundera
life insurancepolicy is accomplishedby the insurer or an entity acting on behalfof the insurer
depositingtheproceedsinto anaccountwith checkor draft writing privileges,wherethoseproceedsare
retainedby the insurerpursuantto a supplementarycontractnot involving annuitybenefits.

The useof a RetainedAssetAccountwherethe proceedspayableare held by the insurermay not be
deemedto be eitheratotal paymentor a first installmentpaidto the insuredfor purposesof avoidingthe
9% interestaccrual in that the insurer retainscustodyand useof the funds. Moreover,the beneficiary
who is to receivetheproceedscanonly be deemedto haveconsentedto the retainedassetaccountwhen
thereis full disclosurein thenotification of thetermsof theRetainedAssetAccountatthetime ofclaim.

TheDepartmentwill deemtheuseof suchaccountsasqualifying asatotal paymentavoidingthe9%
interestaccrualwhenthereis compliancewith theprovisionsof thisbulletin.

Companiesarerequiredto complywith this bulletin no laterthanJuly 1. 2011.

Section 1. Explanationof SettlementOptions

The insurershall providethebeneficiar).at the timea claim is made,written informationdescribing9%
interestaccrualandthe settlementoptionsavailableunder the policy and how to obtain specific details
relevantto theoptions.
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Section2. SupplementalContract

If the insurersettlesbenefitsthrough a retainedassetaccount,the insurershall providethe beneficiary
with a supplementalcontractthat clearly disclosesthe rights of the beneficiaryand obligationsof the
insurerunderthesupplementalcontract.

Section3. Disclosuresfor RetainedAssetAccountsto Beneficiaries

The insurer shall provide the following written disclosuresto the beneficiary before the accountis
selected,if optional,or established,if not:

A. Paymentof the full benefit amount is accomplishedby delivery of the ~draft book”/”check
book.”

B. Onedraft or checkmaybe written to accesstheentireamount,including interest,of theretained
assetaccountat any time.

C. Whetherotheravailablesettlementoptionsarepreserveduntil theentirebalanceis withdrawnor
thebalancedropsbelow the insurer’sminimumbalancerequirements.

D. A statementidentifying the accountaseither a checkingor draft accountand an explanationof
how theaccountworks.

E. Information aboutthe accountservicesprovidedand contactinformationwherethe beneficiary
mayrequestand obtainmoredetailsaboutsuchservices.

F. A descriptionoffeescharged,if applicable.

G. The frequency of statementsshowing the current account balance. the interest credited,
drafts/checkswritten andany otheraccountactivity.

H. Theminimum interestrateto be creditedto the accountand how theactual interestratewill be
determined.

I. Theinterestearnedon theaccountmaybe taxable.

J. Retainedassetaccount funds held by insurancecompaniesare not guaranteedby the Federal
Deposit InsuranceCorporation(FDIC). but are guaranteedby the StateGuarantyAssociations.
The insurermustadvisethe beneficiaryto contacttheNational Organizationof Life and Health
Insurance Guaranty Associations (www.nolhga.com) to learn more about the coverage
limitations to his orher account.

K. A descriptionofthe insurer’spolicy regardingretainedassetaccountsthat maybecomeinactive.

Forquestionsregardingthis bulletin, pleasecontactSusanLambby emailat susan.lamb(/l~illinois.gov.
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